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USPSIDMA-Tl-22. Please refer to your response to USPSIDMA-Tl-6 part c. 
You state that “IOCS was designed to find the cost of mail processing by 
class and subclass.” Please also refer to page 1 of Exhibit USPS-47A (USPS- 
ST-47). 
a. Please confirm that “[t]he In-Office Cost System uses a probability sample 

of work time to estimate the costs for time spent on various activities, 
including time spent processing each category of mail and several special 
services.” If you do not confirm, please explain fully. 

b. Please confirm that the “various activities” for clerks and mailhandlers 
include, but are not limited to, “time spent processing each category of 
mail and several special services.” If you do not confirm, please explain 
fully. 

USPSIDMA-Tl-22 Response: 

a. I can confirm only that page 1 of Exhibit USPS-47A contains the cited quote. 

However, the cited exhibit contains no definition of “activities.” When I worked as 

a cost analyst for the Postal Service, the director of the Revenue and Cost 

Analysis Division of the Postal Service was adamant that IOCS could not be used 

to determine the cost of discrete mail processing operations because of its 

sample design and the limited number of IOCS tallies. The sampling framework 

of IOCS has not changed materially since then, although I understand that 

recently the Postal Service has reduced substantially the number of IOCS tallies. 

b. I can neither confirm nor deny. Exhibit USPS-47A does not: indicate whether 

IOCS may be used to estimate the costs for mail processing “activities” or 

operations in addition to estimating the costs for “time spent processing each 

category of mail and several special services.” However, also see my response 

to subpart a. above. 
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USPSIDMA-Tl-23. Please refer to your response to USPWDMA-Tl-11, part a. 
You state that your programs do not use any IOCS data other than office group 
to distribute mixed mail costs. 
a. Please confirm that your programs assign costs for mixed class-specific 

activity codes (activity codes 5300-5461) to the appropriate subclass of 
mail. If you do not confirm, please explain fully. 

b. Please refer to line 1111 of the SAS log at page 29 of DMA-LR-2. Did you 
intend to exclude activity code 5461 from the direct tally set? If so, please 
explain fully. If not, please provide a version of Exhibit DMA 3 in which 
activity code 5461 is included in the direct tally set. 

USPSIDMA-Tl-23 Response: 

a. It would be more accurate to say that my programs, like witness Degen’s, 

reassign certain direct costs within the distributing sets before distributing mixed 

mail costs. The question appears to be making a semantic, rather than a 

substantive, point based on a misunderstanding of the term “mixed.” Witness 

Degen considers IOCS tallies with the activity codes 5300-5461 to be part of the 

distributing sets: “[dlistributing sets consist of records with a m,ail or special 

service activity code (F262=1000-4950, 53xX-54Xx. and 0010-0300 for specified 

situations) and distributed sets consist of those without,” USPS-LR-H-146 at 11-3. 

Thus, like my programs, witness Degen considers such records to be direct, 

rather than mixed, tallies despite the moniker assigned them by IOCS. 
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b. No. In performing my distribution, I merely reproduced a line of code that 

was filed with witness Degen’s testimony as USPS-LR-H-218. Witness Degen’s 

SAS log entitled “MOD1 DIR,” reads: 

ELSE IF ‘1000’ <=ACl-W= ‘4950’ OR ‘5300’ <=ACTV<= ‘5460’ 

THEN OUTPUT DIRECT: 

I should have edited this log to read: 

ELSE IF ‘1000’ <=ACTV<= ‘4950’ OR ‘5300’ <=ACTV<= ‘5461’ 

THEN OUTPUT DIRECT; 

Please note, however, that this change does not materially affect my cost 

distributions. I have attached a revised copy of Exhibit DMA-3 reflecting this 

change. 



DMA-T-1 

EXHIBIT DMA-3 (Revised 2/18/98) 

DMA’s Alternative Methodology and Witness Degen’s Proposed Methodology Distributing 
Volume-Variable Mail Processing Costs by Subclass ($000~) 

[II DMA-LR-Z at page 84 adjusted to reflect activity code 5461 in the direct tetly set. See USPSDMA-T-~*~~. 
[2] DMA-LR-2 at page 119. 
[3] DMA-LR-2 at page 38. 
141 = I11 + PI + 131. 
[5] USPS-T-l 2. Table 5, page 23, Column “Total.” 
Fl= [41- 151. 



DECLARATION 

I, Lawrence G. But, declare under penalty of perjury that the foregoing answers are 

true and correct, to the best of my knowledge, information, and belief. 

Dated: F& \6, \TYrg 
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I hereby certify that I have this day served the foregoing document 

upon all participants of record in this proceeding in accordance with section 12 of 

the rules of practice, as modified by the Special Rules of Practice. 
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Michael D. Bkgman 
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